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Like many other contracts, a breach on the part of one of the contractors
gives the other party the right to cancel the contract. If the lessee fails to
live up to his covenants, the lessor has the right to dispossess him and
thereby to acquire possession of the real estate. Should there be no other
claimants against this property, perhaps the trustee for the land trust certifi-
cates may take possession not only of the site, but of the building as well.
When there are other claimants involved, action is not quite so simple.
Any action taken must -include other claimants also. This usually means
resort to receivership until final disposition of claims is possible.
Meantime, it is frequently possible to reach new agreements when old
ones cannot be carried out. It is not unusual for a lessee in financial
embarrassment to ask for temporary or permanent adjustment of his obliga-
tions. The lease to the Midham Corp. covered two theaters, one at Middle-
town and the other at Hamilton, Ohio. As originally written, the contract
with the trustee for the land trust certificates called for an annual payment
of $18,000 into the depreciation fund. By mutual agreement this was reduced
in 1935 to $3,000, with no other change in the lease contract. Frequently
changes involve reduction in income to the holders of the land trust certifi-
cates as well. The Morehouse Martens Realty Co. (Columbus) had out-
standing 1,250 land trust certificates, originally entitled to $52.50 per $1,000
certificate per year. After the lessee defaulted on its contract, fixed charge
payments were reduced to $30 per $1,000 certificate per year for the period
1934-1956.
Sometimes adjustments in rental payments partake of the nature of
income-bond interest. In 1934, the lease of the Northwestern Building Site
(Portland, Ore.) was modified to provide for an annual rental of not less
than $40,500 per year. So long as this amount is paid the lease cannot be
canceled by the lessor. In addition, the lessee obligates himself to pay up to
$74,250 per year if earned. In like manner the lease to the Wade Park
Manor Corp. (Cleveland) was modified in 1932 to provide that rentals are
payable only as earned up to 6 per cent on the land trust certificates, but
that the 6 per cent annual return is cumulative and must be paid before
any interest can be paid to the leasehold bondholders. The latter were also
put on an income basis when the lease was modified as the result of a fore-
closure in 1932.
In still other cases the holders of the land trust certificates take sole
possession of the property after wiping out all other interests. When the
Dayton-Biltmore Hotel (Dayton) defaulted on its land trust certificates
in 1930, receivership followed. As a result, both the equity of the lessee in
the hotel and its equipment and the interest of the leasehold bondholders
were completely wiped out. The trustee for the land trust certificates
obtained possession of the property free of these other claimants. Although
this action gave the holders of the certificates possession not only of the land